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Good morning everyone! 

Before starting, let me introduce myself first. My name is Chul Ju Kim – Deputy Dean of 

the ADB Institute, joining the institution in mid-May.  With my experiences in policy 

making and development issues in the government and international financial institutions, 

I do hope to contribute to ADB’s overarching objective of poverty reduction.  In this regard, 

I am very much honored to open this important event held in this beautiful city of Tbilisi, 

Georgia.  

I would like to begin by sincerely thanking our partners for this event: the Asian 

Development Bank (ADB), the Central Asia Regional Economic Cooperation (CAREC) 

Institute, and the MOF Academy of the Ministry of Finance of Georgia. I would also like to 

express my gratitude to you, the participants, for your attendance and your attention.  

As you know, ADBI is dedicated to tackle medium- to long-term development issues of 

strategic importance that affects the region through research and capacity building and 

training (CBT) activities. To this end, ADBI makes endeavors to identify effective 



development strategies and improve the capacity for sound development of the agencies 

and organizations engaged in development work in ADB’s developing member countries. 

Our activity today aims to promote SME financing in developing Asian countries 

consistent with ADBI’s strategic theme of sustainable and inclusive growth, and poverty 

reduction. 

Small and medium-sized enterprises - SMEs, including micro enterprises, play an 

important role in economic development and job creation in almost all countries of the 

globe. As a result, establishing a dynamic SME sector features prominently on the 

economic development agendas, especially in Asia where sustainable and inclusive growth 

is being actively sought.  Currently, more than 96 percent of total enterprises in Asia are 

SMEs; they contribute an average of 42 percent of the region’s nominal gross domestic 

product and account for 62 percent of its labor forces.   

Despite their importance, the full potential of SMEs across Asia remains untapped as SMEs 

face severe constraints to growth. While constraints are many, limited access to financing 

and the cost of credit are typically identified in SME surveys among the most important 

ones. For example, one study estimates that the total unmet need for credit by formal 

SMEs is in range of 700 to 850 billion US dollars in developing countries.  Furthermore, it is 

estimated that between 55 to 68 percent of formal SMEs in emerging markets are either 

unserved or underserved in their financing needs.  

In Central and West Asia, the gap amounts to 000 billion to 000 billion US dollars, 

representing 25 to 30 percent of credit available. This gap becomes even wider when the 

financing needs of micro enterprises are factored in. This is a serious challenge particularly 



here in Central and West Asia, given the continued uncertainty in global financial markets 

and local issues with financial development. 

Why are the SMEs such suffering from these financing difficulties? Admittedly, it might be 

closely related to their nature as smaller companies. SMEs often lack a critical mass of 

economic size and tend to be informal and generally less sophisticated than large 

corporations. This nature of SMEs leads to huddles for lenders to provide financing to 

SMEs – lacking a coherent and acceptable business plan when an initial loan decision is 

made, and continuous provision of robust progress reports on the unfolding of business 

plan when additional loan is required. It means there are severe information asymmetries 

between borrowers and creditors in the SME financing, which make it difficult to assess the 

basic loan criteria, the repayment capacity and repayment willingness. In this context, 

enabling the flow of such credit-related data and other relevant financial information on 

SMEs could contribute in alleviating their financing constraints. 

There are macro-level institutional factors in place as well.  Developing countries often 

lack adequate legal and enforcement protections for creditors, such as bankruptcy laws, 

property rights, and contract enforcement. Coupled with other problems mentioned 

before, banks in developing countries provide a lower share of loans for capital 

expenditures and charge higher interest rates and fees to SMEs. In addition, the 

international bank solvency regulations in Basel III Capital Accords are believed to 

encourage portfolio concentrations in safe assets like government bonds, mortgages and 

lending between banks, rather than risky lending to SMEs. Whereas capital markets that 

could compliment financing constraints from banks through the issuance of debts and 

equity are not matured enough in developing countries. 



Therefore, I do believe that more holistic approach and systematic interventions are 

desperately needed to enhance SMEs financing so that SMEs could contribute to job 

creation and economic development.  To this end, we have invited several distinguished 

experts to present on key topics that covers SMEs financing in Central and West Asia. 

Over the next two days, we will seek to better understand how to promote SME financing 

in the region through the discussion of: the trends and challenges of SME financing, the 

institutional issues we are facing such as the role of government and how to strengthen the 

financial architecture, and lastly, the possible solutions to address the finance gap such as 

regulatory reforms and innovative financing instruments. In addition, we will have country 

panels on the promotion of SME financing in Central Asia where we look forward to 

participants sharing your experiences with us all.  

I hope that by the end of the workshop, all of us here will have more knowledge on and 

have an enhanced capacity in unlocking finance for SMEs and micro enterprises.  Moving 

forward, we will have built stronger partnerships through enhanced dialogue on the trends 

and challenges of SME financing as well as policy options and solutions to address 

financing gaps for SMEs in the region. 

Once again, I thank you all for your kind attention, and encourage your active participation 

in the discussions. I am looking forward to having a fruitful and productive workshop with 

you all.  

 

Thank you very much! 


